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_GUYANA: KEY ECONOMIC INDICATORS _ 


Values in U.S. $ millions unless otherwise specified 








1979 1980 7, Change 1981 
Exchange Rate:US$1.00 = 2.30 Be 





INCOME, PRODUCTION, POPULATION 


GNP at Current Prices 

GDP at Factor Cost 

Per Capita GNP, (Actual dollars) 
Public Investment 1/ 

Private Investment 2/ 

Private Consumption ~ 

Key Production Figures 





Sugar (000 long tons) 

Calcined Bauxite (000 metric 

tons) 

Rice (000 metric tons) 
Population (000) 


MONEY AND PRICES 


Money 

Savings and Time Deposits 

Interest Rates (7%) 
Treasury Bill Rate 
Commercial Prime 

Urban Consumer Price Index 

(end of year, 1970=100) 


BALANCE OF PAYMENTS AND TRADE 


Foreign Reserves - Bank of Guyana 
Net Foreign Reserves 3/ 

External Public Debt 4/ 

Annual Debt Service ~ 

Balance on Current Account 
Balance of Trade 

Merchandise Exports (FOB) 

U.S. Share 

Merchandise Import (CIF) 

U.S. Share 
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Includes investment of State Corporations 

Includes changes in inventory 

Includes banking system and Government special funds 

Disbursed funds include the external debt of State Corporations that is 

guaranteed by the Government. Undisbursed fumds are US$198.5 million. 

This figure was given in the June 1981 IBRD Economic Memorandum on 

= and is based on a recently made downward revision in the population 
ta. 





Main exports to the U.S. - 1980 


Main imports from the U.S. -1980 


Calcined bauxite - 185,860 metric tons 
(36.1 million dollars), Sugar - 52,802 
long tons (33.1 million dollars), 

Chemical and Metallurgical grade bauxite - 
522,239 metric tons (13.5 million dollars), 
Molasses - 7.2 million gallons (3 million 
dollars), Aluminum Hydrate-9,771 metric 
tons (1 million dollars), Shrimp - not 
available. 


Excavating and boring machinery - 47.2 

million pounds (9 million dollars), 

Wheat - 71,647,632 pounds (8.2 million dollars) 
Fabrics - 12,211,505 square yards (6 million 
dollars), Oil Cake Soya Bean - 14.6 million 
pounds (2.4 million dollars) ,Caustic Soda - 
54.1 million pounds (1.8 million dollars), 

Soya Bean Oil - 359,314 gallons (1.3 million 
dollars), Paper products - 1.9 million 

pounds (1 million dollars). 
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aati ial assistance to US$170.4 million. 
revised targets for September 1981, 
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isbursements in 1981 of some $73 million from the 
facility and some $32 million from the IMF. Further 
t economy is expected in 1982 because of falling 
1 prices and lagging production of Guyana's principal exports. 
Faced with increasingly unsustainable financial and balance of payments 
deficits, the government ha moved toward further austerity measures such 
layoffs of public sector employees and cutbacks of imported foodstuffs. 
inability to meet its foreign obligations will require the government 
attempt to reschedule its foreign debt in 1982. While the government 
s interested in attracting foreign investors to develop Guyana's mineral 
resources, its response to any investment proposal will be determined on 
a case-by-case basis. The government began work in April 1982 on a much 
needed new Investment Code. Because of the near total absence of foreign 
exchange and the large sums in overdue payments owed to foreign suppliers, 
Guyana offers only the most limited trade opportunities for U.S. companies 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


A bleak performance with even poorer prospects 

Guyana's economic performance during the second half of the 1970's was 
largely characterized by negative real growth rates and balance of 
payments deficits. These problems were caused in part by the high cost 
of imported oil, upon which Guyana is dependent for most of its energy 
requirements; fluctuating world market prices; emigration of managerial 
and skilled personnel; and stagnant or declining production of the 
country's principal exports. With 80 percent of the economy under state 
control, what remains of the private sector has stagnated. The steadily 
worsening level of foreign reserves has forced the government to adopt 
increasingly severe import restrictions which have eliminated a large 
number of both producer and consumer goods from the market place. 


Performance during 1980 and 1981 in the bauxite, sugar, and rice sectors 
fell far below government expectations. The outlook for 1982 is, if 
anything, still worse. The 1980 current account deficit reached USS$101.1 
million and then climbed to US$181 million in 1981, the highest level 
since 1976. The overall balance of payments deficit totalled US$87.3 
million in 1980,and rose to USS$174 million in 1981. Commercial arrears 
increased from US$29.4 million in 1980 to USS$45 million in 1981 and 

have continued to grow. Net international reserves of the Bank of Guyana 
and of the commercial banks fell from minus USS$155.5 million in 1980 

to minus US$200 million in 1981. Net public sector borrowing from the 
Bank of Guyana and from the conmercial banks during 1980 rose by 33 
percent compared to a 24 percent increase recorded in 1981. Inflation, 
according to government sources averaged 20 percent in 1980 and 22 percent 
in 1981. 


Sugar 

Sugar production during 1980 totalled 269,634 long tons, 19.5 percent below 
the original 1980 production target of 335,000 long tons and 9.6 percent below 
the 1979 production total of 298,268 long tons. 1980 sugar exports 

totalled 237,000 long tons, earning Guyana US$114.5 million. 


Production in 1981 reached some 300,000 long tons (against a target of 
327,000) of which 268,000 long tons were exported, earning Guyana USS103.3 


million, a decrease of USS11 million or 10 percent. A sharp drop in world 
sugar prices in 1981 caused this decrease in export earnings. 


Sugar production of 310,000 long tons has been projected for 1982, but 
heavy rains, food strikes, and other problems have held output to less than 
70 percent of target through the first quarter. 





Bauxite 


A total of 970,366 metric tons of chemical and metallurgical grade 
bauxite, 601,104 metric tons of calcined bauxite, and 272,590 metric 
tons of alumina and alumina cement grade were produced during 1980. 
Total 1980 export earning of the bauxite industry were USS$189.8 
million, 48 percent above the 1979 amount of US$128.2 million. The 
increase in earnings over 1979 was largely due to higher world market 
prices. GUYMINE arranged with Green Construction Company of Des 
Moines, Iowa, in early 1980 to remove 10 million cubic yards of 
areastenes at the Linden mines. Work started in August 1980 and was 
completed months ahead of schedule in mid-1981. GUYMINE entered into a 
sec ond contract with Green in July 1981 which gave Green control 
of operations at Guyana's potentially most productive mine beginning 
September 1, 1981. 


According to a GUYMINE official, 1981 was the worst year for bauxite 
production since — ependence in 1966. Total production in 1981 reached 
mly 1,680,600 metric tons, down 9 percent from the production of 
060 metric tons in 1980. Production in 1981 was comprised of 
ms of calcined ee 198,400 tons of alumina and alumina cement 
and 969, 200 tons of chemical and metallurgical grade bauxite. 
The Guyanese government had set the following 1981 bauxite production 
exe 735,000 metric tons of calcined bauxite, 240,000 metric tons 
and Teapenees metric tons of chemical and metallurgical 
export earnings were US$153.2 million comared 
in 1980, a decrease of 19 percent. 
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gets in metric tons for 1982 at 619,000 
190.0 0 alumina and alumina cement grade; and 1,000,000 
and meta urgicé . The total bauxite production target for 
1,809,000 met tons with a target of USS175.8 million for 


export earnings. 


Rice J production in 1980 eee 165,000 metric tons or 16 percent above 
the 1 1979 level. During 1980 Guyana exported 81,00 )0 metric tons 
f aan to nearby aoe countries, for US$34.3 million, an 
increase of 8 percent over export earnings for 1979. The 1981 production 
a for rice was set at 210,000 metric tons, but production reached 
165,000 metric tons. A total of 78,010 metric tons was exported 
1981, earning Guyana US$36.6 million, an increase of 6 vercent over 
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uyana Rice Board has set a production target of 218,000 metric tons and export 
earnings of US$41.6 million for 1982. Because of the problems of grading, 
undependability of seed, fertilizer and equipment inputs from the GRB 
ianed I roduction costs, and soft international market prices expected 
for rice in 1982, production levels and export earnings are expected to 
be vel 





Other Recent Developments 


Timber production in 1980 and 1981 remained at some 5 million cubic feet, 
with export earnings averaging about US$4.2 million each year. The local 
subsidiary of a U.S. firm accounted for approximately 75 percent of the 
shrimp production of about 7.2 million pounds a year in 1980 and 1981. 
Export earnings in 1980 and 1981 averaged about USS$19.8 million a year. 
Industrial production remained depressed, in part because of frequent 
power failures and foreign exchange-induced shortages of imported raw 
materials. The launching of a glass factory has been postponed because 
reliable electricity supplies cannot be assured. However, a large, local, 
privately-owned stove assembly plant began production in 1980 and a 
similarly owned plywood operation in early 1982. Economic constraints 
have prevented the government's granting the G$14 (USS$4.67) minimum daily 
wage first promised in 1979. The increase in the cost of living has 
caused workers' real wages to stagnate or decline. 


The 1981 budget forecast record current spending and revenue levels. 
However, the government soon recognized that the budget could not be 
implemented without further jeopardizing the financial situation. In a 
revised budget presented June 1, capital expenditures were cut, current 
revenues were raised by increasing consumption tax rates and the cost 

of various licenses and public services, and expenditures were lowered, 
in part by eliminating or reducing subsidies on flour and rice production 
inputs. At the urging of the IMF, the government also announced a nearly 
16 percent devaluation of the Guyana dollar on June 1, 1981, but this 
failed to improve Guyana's chronic balance of payments problem. 


The year 1981 ended with rumors of a large retrenchment in the public 
sector and shortages of basic foodstuffs such as rice, flour, and sugar. 
The first quarter of 1982 bore out these rumors. Lines started to appear 
at local stores for these and other basic necessities. The black market, 

or hidden economy, has increased markedly, and now is the only or principal 
source of many items once imported routinely by legitimate firms. 


INVESTMENT PROGRAM AND DEVELOPMENT ASSISTANCE 





In 1981 Guyana received disbursements equivalent to US$73 million from 

the Trinidad and Tobago Oil Facility, US$18 million from the IMF Extended 
Fund Facility, and USS13.7 million from the IMF Trust Fund. Despite the 
availability of these fumds, Guyana failed to meet IMF targets. This 
failure to comply with the IMF foreign exchange and public sector borrowing 
targets has made Guyana ineligible for any additional drawing from the IMF. 


Faced with a 1981 oil bill that is 35 percent of total merchandise imports, 
the Guyanese government has increased its efforts to develop alternative 
energy sources. Ways to use charcoal, rice husks, and wood waste are being 
studied and in some cases implemented. For the long term the Guyanese 
government hopes to construct a 750 megawatt hydroelectric project to be 
located on the Upper Mazaruni River. 
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Along with the dam and power generating stations, a 150,000 metric ton 
per year aluminum smelter would be built to use the energy in excess 

of anticipated domestic consumption needs. While the World Bank has 
determined that the project is technically feasible, its rapidly 
escalating cost and its location in territory claimed by Venezuela 

make its implementation in the foreseeable future increasingly unlikely. 
A much smaller project at Tumatumari, designed to meet Guyana's short- 
term energy needs , has been proposed, but a feasibility study indicates 
that the project's cost has escalated rapidly. 


oe assistance program has focused on meeting the basic human needs 

f the low-income groups - mainly the small farmer. In this effort, AID 
—_ financed improvements and expansion in the rice industry, including 

mills and storage silos; technical assistance to increase rice production; 
a seed project to provide improved varieties; a project to upgrade 
Guyana's agricultural planning work; an aeons of the government' 
capacity to maintain rural roads; and the design and supervision for. "the 
malti-donor Blackbush irrigation and drainage project. In the health 
area, AID is financing a Rural Health Delivery Systems project to train 
sub-professional personnel (MEDEX) who will assume medical and public 
health responsibilities under the general supervision of doctors; a project 
to produce and distribute nutritious weaning foods made from indigenous 
materials; and a project to support the institutional develooment and 
programs of the Guyana Responsible Parenthood Association. There is also 
a project to finance management and technical training in the priority 
sectors of agriculture and development administration. 


Besides funding a share of the Tapakuma and the Black Bush irrigation 
projects, as well as a share of the Upper Demerara Forestry project, the 
World Bank has also funded the construction and equipping of schools 
throughout Guyana. Bank resources have supported the establishment. of an 
USS8 million fund to enable manufacturers who export to obtain foreign 
currency needed to import vital raw materials. This assistance seeks in part 
to strengthen the role of the private sector in the Guyanese economy. 


In addition to its financial contributions to the Black Bush and MMA projects, 
as well as to the Upper Demerara Forestry project, the ae 
Development Bank is assisting in the construction of food crop marketing 
centers and in the improvement of the country's health system, particularly 
in the rural areas. The IDB is financing the acquisition of approximately 

20 trawlers for the state-owned fishing company and a feasibility study 

for a proposed kaolin plant to be constructed by the state-owned Bauxite 
Industry Development Company (BIDCO). A US$20 million Agriculture Sector 

Loan was approved in September 1981 ,but as of April 1982 the government had 
yet to take the necess sary preliminary measures to draw down the loan. 


The European Economic Commmity (EEC) is helping to build several roads in 
the interior and is funding the power plant at the Upper Demerara Forestry 
Project. It also has given some money for 4 fish port and marketing center in 
Georgetown proper. Japan has financed the construction of the Demerara 

Fish Port Complex, located outside of Georgetown, which includes a wharf, 
office facilities for the state-owned fishing company, and a processing 
plant. 
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The Communist countries have provided smaller amounts of assistance. The 
North Koreans are financing an irrigation scheme in the Western Berbice 
area, while the East Germans are assisting with the erection of a 
mechanical repair workshop and the construction of an edible oil plant. 
Smaller technical assistance programs are being run by the United 

Nations Development Program, the FAO, and the Inter-American Institute for 
Agricultural Science. 


Foreign assistance has helped finance the construction of Guyana's only 
textile mill, a sawmill, and improvements in a milk factory and one of 
two fish processing plants. 


Out Look 


The Guyanese economy declined at an increasing rate during the first 

quarter of 1982, and is expected to continue to face major problems 
throughout the rest of the year. The Government of Guyana has taken measures 
to dampen consumer demand and limit expenditures of foreign exchange, but 
has done very little to improve production of key exvorts needed to generate 
increased foreign exchange earnings. Capital inflows from the international 
financial institutions and the Trinidad and Tobago oil facility, which 
sustained Guyana through 1981, are unlikely to be maintained at anywhere 
near their previous level. Debt servicing, to the extent it is nossible, 

and payments for oil imports will require well over half of Guyana's 

likely 1982 earnings of foreign exchange. The urgent need to curtail 
government expenditures and increase government revenues has required 

the adoption of additional austerity measures and forced the standard of 
living of the Guyanese to decline still further. 


At the end of February 1982, net international reserves had dropped to 

minus US$231.8 million; commercial arrears to minus US$57.7 million; foreign 
liabilities to minus USS$176.3 million. Gross foreign assets were US$2.3 
million. In March the .government appointed a seven-member Presidential 

task force to work out a program of national recovery, but the outlook for any 
economic improvement in 1982 is poor at best. 


PART B - IMPLICATIONS FOR THE UNITED STATES 





Trade Trends 


U.S. exports to Guyana totalled approximately US$87 million in 1980 and 

US$99 million in 1981. U.S. imports from Guyana were US$93 million in 1980 
and US$87 million in 1981. The United States is Guyana's second largest 
supplier after Trinidad and Tobago, and Guyana's second largest export market 
after the United Kingdom. As in the vast, Guyanese imports from the United 
States mainly consisted of wheat, fabrics, and heavy earthmoving equipment. 
Guyana exports bauxite, sugar, and shrimp to the United States, supplying 
about 40 percent of U.S. imports of calcined bauxite in 1980 and approximately 
35 percent in 1981, down considerably from previous years. 
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and w . Many of the U.S. investments in Guyana have © 
ieouhtaents clude the Chase Manhattan Bank, a flour mill 
subsidiary of Seaboard Allied Milling Company, a shrimp operation 
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oil exploration lease. While not an investment, 
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; xchange, the issuance of import licenses 
s become eae restricted aes is done on a case-by-case basis. Import 
strictions can be expected to continue for the indefinite future. 


Commercial opportunities for U.S. firms will be larzely limited to projects 

funded by external sources such as the World Bank and the Inter-American 

Development Bank. The proposed Upper Mazaruni Hydroelectric project and other possible 
hydroelectric projects offer considerable potential commercial opportunities 

for U.S. firms, but until the dispute is resolved between Guyana and Venezuela 
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over the area where these facilities would be constructed, the inter- 
national financial institutions are unlikely to provide financing. 

Demand for U.S. products will basically be limited to certain food items, 
spare parts for machinery, heavy earthmoving equipment, paper products, 
and some fabrics. 


In April 1982 a Canadian exploration firm, Home 0i1 Company, announced 
discovery of very high quality oil in the Takatu Basin near the border 
with Brazil in the area claimed by Venezuela. The one successful well 
drilled so far is capable of producing some 400 barrels per day. 
Further exploration will be needed to determine the actual size of the 
strike. 








